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Abstract 
Nowadays rating agencies have become an instrument of reflection and of a compact representation of economic realities, and an 
instrument of influence, which contributes to shaping and varying of the economic policy. However, the adequacy of ratings and 
expert estimates and their correspondence to reality has become a topical issue that has risen at the international level. 
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1. Introduction: searching for the objective assessments 
The crisis nature of the modern economy is an urgent need for an adequate assessment of objects, risks and 
conditions of investment. That is the function performed by various international rating systems and which is 
particularly in demand in the face of uncertainty, volatility and instability of the economic environment. Therefore, 
the "traditional investment return of many institutional investors, both abroad and in Russia, is rigidly tied to ratings" 
[1]. 
In addition, it is important that the world level analytical centers are not only able to adequately assess the 
performance of the ratings’ objects, but also to shape a business climate in those countries, regions and sectors where 
the relevant interests are [2]. This makes rating agencies an instrument of reflection and of a compact representation 
of economic realities, and to some extent, an instrument of influence, which under certain conditions contributes to 
shaping and varying of the economic policy. 
However, the adequacy of ratings and expert estimates and their correspondence to reality has become a topical 
issue that has risen at the international level in recent years (Onjewu Adah-Kole Emmanuel, 2012) [3]. Depending 
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on the political situation, there is a transformation of the international rating from "objective economic indicator" to 
"an instrument of political pressure", "effective information weapons not only in the struggle for markets and 
services, but also in the interests of world domination" that generates "ratings war “(Andrew Fight, 2000) [4]. 
 International investment ratings cause more complaints: investors put into question their objectivity, political 
independence and analytical validity, as well as the validity of the "alien matrix" application to the unique and 
peculiar conditions of economic development without adequate social and economic correction (Herwig Langohr, 
Patricia Langohr, 2009) [5]. 
A good example is the chain reaction of Russia’s ranking decrease by the international rating agencies, which 
undoubtedly bears unmistakable image losses for the country. According to a recent version of two "of the great 
American trio" of the leading international agencies - Standard & Poor's and Moody's Investor Service - Russia’s 
"non-investment sovereign rating" has been stated. And according only to third out of the trio, Fitch Ratings, Russia 
still remains on the bottom rung of investment rating with a negative outlook and the likely movement to a “non-
investment” position [1]. In this regard, Deputy Finance Minister, Sergei Storchak, has even admitted the possibility 
of Russia's refusal to contracts with international rating agencies, as the contact with them is "useless". 
However, not everybody shares the same view. Many representatives of the authorities and the business elite are 
convinced that, despite of the allowable error in global rankings, they act as a reliable guide and navigator of 
investment activity and, thereby, contribute to the development of the national economy. Moreover, the rating 
positioning can be built even in the rank of the target value of economic policy and performance indicators of 
economic reforms. Convincing example of that is the participation of Russia in the international ranking of Doing 
Business (DB). 
According to the ranking of the World Bank’s Doing Business and Bloomberg, Russia ranked 62th and 43th 
accordingly. Despite the fact that country is the measurement object of the reputable international rating systems, it 
was the first time when Russia’s position in the international ranking of Doing Business became the subject of the 
president’s attention (it was reflected in the relevant legal documents) and became a strategic priority. In May 2012, 
the president signed a decree "On the long-term national economic policy". According to the decree, the priority 
target is to achieve the 50th place in 2015 in the ranking of DB (compared to 120th in 2011) and the 20th position in 
2018. Thus, it was tasked with a significant improvement of the investment climate in Russia, and a position in the 
ranking became the measure of its quality and, moreover, one of the main indicators of the reforms success. 
All of the above-mentioned facts prove the fact that Russia has finally implemented an international rating to its 
current economic policy. It is not only declared that county needs to move from 120th to 20th place in ranking, but 
the Doing Business’ indicators are included in the key performance indicators (KPI) of the regions’ heads of 
executive power. It gave a positive result as it became possible to determine the goals and directions for the 
investment climate improvement in Russia. 
What are the results of this target’s implementation? 
The results of the Doing Business’ international study allow comparing the conditions of business regulations in 
189 countries of the world economy, to evaluate the legislation related to the regulation of business, and its actual 
execution. Without a doubt, a favorable investment climate is largely determined by the quantity and quality of 
public procedures. 
The results of the international rating DB -15, presented by the World Bank in the analytical report "Doing 
Business in 2015: More than effectiveness" are quite optimistic. Russia has moved to 62th place compared with 92th 
in 2013. The positive dynamic is evident - Russia jumped 30 positions that can be determined as a strategic 
breakthrough. 
According to the rating, the country achieved simplification (in terms of time and money costs) of business 
procedures: the number of procedures was decreased from 7 to 4, and the time for their implementation - from 15 to 
11 days with a little. This ensured the rise from the 88th position to the 34th. However, the rise of the number of 
permits required for the real construction project’s implementation is not so impressive (156th place against former 
178th) - 20 treatments with total duration in 238.4 days. According to the terms of the property rights’ registration, 
our country has remained in the first 20th, breaking 5 stages - from 17th to 12th position. Compliance of the 
business’ legal environment with the advanced world practice for the leader of the rating – Singapore - is estimated 
in 88.27, and for Russia is estimated only in 66.7. 
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Finally, the ease of doing international business has been analyzed: significant improvements on trading across 
borders have not been observed, so the 17th position on this category by 2018 looks unattainable. Ranking 2015 
fixes improvement in trading across borders by 2 stages (from 157th to 155th), with registration of 9 documents 
(former position) on export operations, costing $ 2401 per container (a decrease of $ 214) and 10 documents for 
imports at the cost of the container $ 2,595 (a decrease of $ 215). 
One of the positive moments that is worth noting, is that customs authorities have finally started a dialogue with 
the traders. However, negative factors remain unchanged: state agencies consistently act in their own interests, 
agreeing with the opinion of the business only in those moments that contribute to solving their own problems. Sense 
of experts and customs officers’ teamwork came down to the fact that officials quarterly ask experts to confirm the 
implementation of one or another item, but stubbornly refuse to take any new ideas and proposals coming from the 
business. 
The final 62th rank of Russia puts the country onto the same position in terms of doing business with such 
countries as Moldova (63th position) and Greece (61th position in the ranking), which seems to be a relatively good 
result. It is worth investigating though, whether the country has actually improved its entrepreneurial and investment 
climate, and what actually contributed to this progress. 
Firstly, the research methodology was changed in the international rating DB-15, and therefore the dynamics of 
Russia, estimated by the previous methods, would have been less impressive and would have ensured the actual 
movement only from 64th to 62th position. The rise in 2 stages can’t be called a progress. Further, if the progress 
really "took place to be," why it was accompanied by so significant, comparable, perhaps, only with the crisis of 
2008, capital outflows in 2014, estimated at 130 billion USD (133.7 billion in 2008). And why the progress had no 
effect on its movement in the opposite direction? Thus, according to the Bank of Russia, Ministry of Economic 
Development, for the period from 2005 to 2014 net capital outflow amounted to 418.5 billion. USD. In the recent 
years, from 2013 to 2014, it increased by more than 2-fold from 62.7 to 130 billion USD on a background of 
"improving" the investment and business landscape. 
Finally, why only 5% of Russians are becoming entrepreneurs and are actively developing their own company, 
although in less developed countries, as it turns out from the last joint report by Global Entrepreneurship Monitor 
and the World Economic Forum, this figure rises to 30%? Does Russia like business or just tolerate it? 
Indeed, the available statistics of GIM are puzzling. Only 2.6% of the economically active adult population 
among non-entrepreneurs had the intention to open their own business in 2013, according to this indicator, Russia 
took the last place among all of 67 countries surveyed. Moreover, the level of entrepreneurial intentions of Russians 
had a general downward trend in recent years, as stated in the eight Russian report prepared as part of the 
international project "Global Entrepreneurship Monitor" by Graduate School of Management released in 2014. 
Perhaps the sanctions, imposed by some states to Russia, can "wake up" the Russians and push them to create 
their own business. Logically, indeed, the regime of "rehabilitation" of the Western businesses must clear the 
business landscape, significantly reduce the competitive environment and encourage the development of 
entrepreneurial initiatives. This will be forced by numerous bankruptcies and discharges in the Russian business 
sector, which will become the trend of this year. In reality, in the presence of existing shortcomings in the Russian 
institutional environment constraints clearly dominate. 
Finally, the amount of foreign direct investments in the non-financial sector of our country is held at a very low 
level. Foreign investors invested just 18.4 billion USD in Russia in 2014, which is a kind of anti-record over the past 
10 years. 
The undoubted advantage of the DB project, in our opinion, is the allocation of "narrow" places in the investment 
process, hindering the development of entrepreneurship. This allows to conduct a "sighting" fire in the race for an 
attractive investment environment. However, considerable skepticism causes numerous political speculations, which 
are a simulation of the attractiveness of the country increase and a game "in the business climate." 
The question remains open, whether an investment activity of business and an investment attractiveness of the 
country actually depend on the changes in the country’s ranking, and whether positive dynamics in the rankings 
results in the growth of business activity and in the sudden increase of long-awaited investments. If so, what kind of 
components (indices) have a great influence, the quality of what procedures is more important to accelerate the 
investment process? 
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2. Empirical Results 
 
Using data from the Doing Business research for 2006-2014 years, we evaluated the impact of changes in the 
country's position on the following indicators that characterize an investment activity: 
- Logarithm of the total investment in fixed assets (international dollars, PPP); 
- Logarithm of investment’s share in GDP (%) [6]. 
The choice of these exact indicators was made due to the availability of statistical information, its comparability 
and the requirements of representativeness of a sample. 
Econometric estimation was based on the hypothetical assumption that the investment activity of the country is 
affected by the changes in the values of the indices that are included in the rating analysis of Doing Business 
(starting a business, dealing with construction permits, registering property, getting credit, protecting minority 
investors, paying taxes, trading across borders, enforcing contracts and resolving insolvency). 
The experts point to the absence of consideration of the specific related to the level of economic development as 
one of the drawbacks of rating approaches to assessing the investment attractiveness of countries. It is logical to 
assume that the investment attractiveness factors and their impact on investment decisions may differ in developed 
and developing countries. In this regard, the research was carried out and econometric models were constructed 
separately for developed and developing countries. 
 
Table 1. The results of the country's position in the indicator rating DB effect on the indicators characterizing 
investment activity in the country (for a group of developed countries) 
Regressors Dependent variable 
Logarithm of the total 
investment in fixed assets 
Logarithm of investment’s 
share in GDP 
Model «within» with the 
fixed effects 
Model «within» with the 
random effects 
Starting a business −0,005** 
(0,003) 
−0,008*** 
(0,002) 
Dealing with construction 
permits 
 −0,01** 
(0,04) 
Registering property −0,008*** 
(0,002) 
 
Getting credit   
Protecting minority investors 0,015*** 
(0,003) 
0,01*** 
(0,003) 
Paying taxes −0,008** 
(0,003) 
−0,008** 
(0,003) 
Trading across borders 0,010** 
(0,004) 
0,008*** 
(0,003) 
Enforcing contracts 0,015** 
(0,006) 
0,018** 
(0,009) 
Resolving insolvency 0,004** 
(0,002) 
 
Constant 25,49*** 
(1,49) 
3,54*** 
(0,762) 
Number of observations 261 261 
Number of countries 29 29 
R-squared  0,34 
Notes:  ** - Significant at the 5% level.  
             *** - Significant at the 1% level.  
              Figures in parentheses are standard errors.  
The study presented the impact estimates of selected explanatory variables on the logarithm of investments in 
fixed assets and the logarithm of the investment’s share in GDP. The resulting estimates were tested for econometric 
correctness, as the result, the models with the best quality characteristics were selected. The choice of models was 
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carried out between the pass-through regression, regression with fixed individual effects and regression with random 
individual effects by the Wald, Broysh-Pagan and Hausman test. 
The findings suggest the impact of the country's position in the ranking of Doing Business on investment activity 
in the group of developed countries. The most significant are the following components of DB: “Protecting minority 
investors", " Enforcing contracts" and " Trading across borders". This demonstrates the critical importance of such 
institutional factors as the level of specification and protection of property rights, the effectiveness of the judicial 
system (number of procedures, the cost and timing), the indices of shareholder rights, corporate transparency and 
accountability of management for investors. In addition, an objective obstacle to the investment process in this 
group of countries is the high cost and long delays in obtaining export-import operations, due to the presence of 
administrative barriers and regulation of the industry. 
It is worth noting the presence of the "Starting a business" and "Paying taxes" negative impact on investment in 
fixed capital and the share of investment in GDP. The situation with taxation can be explained as follows: according 
to the KPMG company, there was a trend in the global economy of decreasing the level of companies’ direct 
taxation, mainly due to lower marginal tax rates, against the background of increasing indirect taxes to finance the 
shortfall in income [7]. In a condition of globalized business, which is peculiar to developed countries, companies 
have the opportunity to distribute taxable income between jurisdictions that eliminates the difference in tax regimes 
among countries. 
What is more, there is a negative relationship between the "Registering property" indicator and the volume of 
investments in fixed assets and "Dealing with construction permits" indicator with the share of investment in GDP. 
Now, let us analyze the impact of these variables on the rating positions in the group of developing countries. 
Table 2. The results of the country's position in the indicator rating DB effect on the indicators characterizing 
investment activity in the country (for a group of developing countries) 
 
Regressors Dependent variable 
Logarithm of the total 
investment in fixed assets 
Logarithm of investment’s 
share in GDP 
Model «within» with the 
fixed effects 
Model «within» with the 
random effects 
Starting a business 0,009*** 
(0,002) 
0,002** 
(0,001) 
Dealing with construction 
permits 
  
Registering property   
Getting credit 0,003** 
(0,001) 
 
Protecting minority investors   
Paying taxes  0,004** 
(0,001) 
Trading across borders   
Enforcing contracts   
Resolving insolvency 0,007*** 
(0,003) 
 
Constant 21,51*** 
(0,718) 
3,14*** 
(0,027) 
Number of observations 744 968 
Number of countries 93 121 
R-squared 0,20  
Notes:  ** - Significant at the 5% level.  
             *** - Significant at the 1% level.  
             Figures in parentheses are standard errors.  
 
The analysis of the results for the group of developing countries leads to several conclusions.  
First of all, a smaller number of components of the Doing Business rating has a more significant influence on the 
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dependent variables. Does it mean that entrepreneurs in developing countries are less sensitive to changes in 
business conditions, or the level of investors’ requests and expectations varies depending on the level of economic 
development? 
Investment in fixed capital and its share in GDP are significantly influenced by "Starting a business", "Getting 
credit" and "Resolving insolvency" indicators. These indices reflect the number and the cost of procedures for 
business registration, accessibility and quality of credit information, terms and cost of "exit" and the participation of 
creditors in the process. Consequently, these groups characterize the conditions that facilitate or hinder the opening 
of business "at the start", i.e. the environment in which the potential investor decides whether to invest or not to 
invest. Investment activity in developing countries mainly depends on the ability to generate favorable business 
environment for small and medium business. And with the growth of the level of economic development, the further 
progress is determined by such factors as the institutional determinants that were identified in the study developed 
economies. 
Secondly, all the relevant factors have a positive effect on the dependent variables. According to an econometric 
study for the group of developed countries, the following covariates have a negative impact on investment in fixed 
capital and the share of investment in GDP – “Starting a business" and "Dealing with construction permits." This 
result can be explained by "exhaustion" of the factor, the existence of an "optimum" level, and a further improve no 
longer leads to an increase in investments in fixed assets after reaching this level. Under these conditions, persistent 
desire to get in the top 20 of the most favorable countries around the set's rating can not only give a real 
"investment" results, but also have the opposite effect. 
For example, Russia is among the top 20 countries in terms of rankings for registering property, raise from 17th 
to 12th position, as a result of the reducing of procedures’ number to three and the reducing of processing time up to 
19 days. Was it necessary to reduce the period of property registration for 3 days? Does it have a significant impact 
on any actual investment process? What is of a main importance for an investor - to register the ownership as fast as 
possible, or to pass a quality legal examination for compliance with the existing legislation and, ultimately, to ensure 
the safety of his property, and to protect himself from further possible litigation and losses? Is this a case where the 
"race" is welcomed? But a really significant for the investment attractiveness - international trade - rose only by 2 
positions - from 157th to 155th. 
 The World Bank determining the ranking focuses mainly on the "entrance" to the market, but not an "exit” out 
of it, so the problem of registering a new business is needed to be detailed. That problem does not have the 
sharpness and is not considered by business as a burdensome, although the problem of legal entity elimination 
remains formidable and it is not reflected in the rating methodology. Meanwhile, comparison of recorded and 
liquidated companies over the last two years, according to the OPORA of Russia, shows that in 2014 companies 
were primarily closing (483,600 companies), and were not opening (417,500 units), as it was happening in 2013, 
(419,000 against 490,700 companies, respectively). Negative dynamic of the small and medium-sized enterprises 
development has been provided by the following factors - the general deterioration of the business climate, the 
growth of foreign exchange rates, rental rates and the decline in consumer activity. 
Moreover, as practice shows, if all of the rating methodology features for calculating indicators are considered 
and algorithm of obtaining the final results in the "hand of bureaucratic control" through a purely "technical", but 
rather, bureaucratic measures is competently-designed, it becomes possible to achieve a significant progress in the 
ranking, not because of, but in spite of improvement of the business climate and business environment. In other 
words, "the promotion of Russia up in the rankings can be carried out without changing or simplifying any existing 
legislation or the law enforcement, but merely "playing" a meticulous application of the methodology and a more 
accurate count. The opposite is true: it is actually possible to make procedures easier for all businesses, but not to 
improve the country's rating. In a sense, these are two parallel processes" [8]. 
Fourthly, in contrast with developed economies, a “Paying taxes” index has a considerable impact on the share 
of investment in fixed assets in GDP of developing countries. Due to a relatively lower degree of business 
globalization, the importance of this factor for the processes of capital accumulation in emerging markets is 
significant. 
Finally, the results of the study found that a "Getting credit" factor has a significant impact on the share of 
investment in fixed assets in GDP. Thus, improvement of the investment attractiveness and business activity in 
Russia requires serious work in order to increase the availability of financial resources and to improve the quality of 
credit information. 
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3. Conclusion 
 
The international rating of the countries’ investment attractiveness, on the one hand, should be comprehensive, 
determining the whole range of problems in the activities of the investor. On the other hand, the focus of the study 
should be countries’ and regions’ financial performance with mandatory analysis of these parameters’ sensitivity to 
the real conditions of the economy, to country-specific, to the level of institutions development, to possible adverse 
changes in the market and to the changes in the position of key economic players. It is not as straightforward in the 
actual evaluation: research shows that even developed countries are very differently developed and their institutions 
are also different, and there are contrasts in comparison with emerging markets. 
Investment rating decisions are often based on multivariate, multi-criteria evaluation of a number of factors and 
trends that often have an opposing impact. Research on developing countries shows that the improvement of the 
investment climate in the country can often occur against deterioration of the business climate and increase of the 
investment attractiveness in fact does not mean a significant improvement of its institutions’ quality. Thus, it is 
possible to achieve a substantial progress in the ranking, not because of, but in spite of the improvement of the 
business climate and business conditions, or by doing nothing in changing or simplifying any existing legislation or 
law enforcement, but merely "playing" more skillful application of the methodology and more accurate count in the 
"hand of bureaucratic management." 
3. A territorial aspect of direct investments and their confinement to a particular country, region and area is to be 
taken into account for the DB and other investment ratings assessments. The results of the current ratings are 
contradictory and do not reflect the overall situation in the region, especially the degree of differentiation in terms of 
doing business. Regional aspect is important, because every subject of investment activity operates in a particular 
business environment, located in a particular region. 
4.  A straightforward application of known and proven methods in international methodological approaches is 
not always efficient and effective in management practices, as it often requires a serious economic and socio-
cultural adjustment. In this respect, the international rating assessment principles should be constantly improved 
both in their contents and methodology.  
 
References 
 
[1] Ivanter A. Conditionally discount. Expert, 2015, #10,  p.13. 
[2] De Laurentis G. Developing, Validating and Using Internal Ratings, 2010, 360 р. 
[3] Onjewu Adah-Kole Emmanuel. The Role of Credit Rating Agencies in the Financial Crisis, 2012, 84 р. 
[4] Fight A. The Ratings Game, 2000, 284 р.  
[5] Langohr H., Langohr P. The Rating Agencies and Their Credit Ratings: What They Are, How They Work, 
and Why They are Relevant. The Wiley Finance Series, 2009, 524 р. 
[6] World Data Bank, World Development Indicators, available at  
http://databank.worldbank.org/data/views/variableSelection/selectvariables.aspx?source=world-development-
indicators 
[7] Corporate and Indirect Tax Rate Survey, 2012, available at 
http://www.kpmg.com/DE/de/Documents/Corporate_and_Indirect_Tax_Survey_2012.pdf 
[8] Buyev V. Increasing the ranking by hands. Business magazine, 2013,  #6. 
 
